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SUBJECT: DELINQUENCIES ON FMS FINANCING PAYMENTS 

1 . THE FEDERAL FINANCING BANK (FFB) HAS INFORMED US THAT 
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SEVERAL FOREIGN GOVERNMENTS FAILED TO MAKE JUNE 30 PAY- 
MENTS DUE ON EMS LOANS EXTENDED BY THE FFB WITH REPAYMENT 
GUARANTEED BY DOD. UNDER THE GUARANTY AGREEMENT WITH 
DOD, THE FEB IS AUTHORIZED TO DEMAND PAYMENT EROM THE DOD 
GUARANTY RESERVE ACCOUNT TO SATISEY THE DELINQUENT PAYMENT 
DUE FROM THE BORROWING GOVERNMENT. IF THIS SHOULD OCCUR 
IT WOULD REPRESENT A DEFAULT UNDER THE FMS FINANCING PRO- 
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GRAM WHICH MUST BE REPORTED TO CONGRESS, WITH RESULTANT 
ADVERSE EEEECT ON ENTIRE EMS EINANCING PROGRAM. MOREOVER, 
SUCH DEFAULT WOULD HAVE SERIOUS IMPACT ON EXTENDING ANY 
EURTHER EMS EINANCING TO DEEAULTING GOVT. THEREEORE, IT 
IS IMPERATIVE THAT DELINQUENCIES CITED IN PARAS3 AND 4 
BELOW BE IMMEDIATELY BROUGHT TO THE ATTENTION OE RESPECTIVE 
HOST GOVERNMENT AND THAT GOVERNMENT BE URGED TO ARRANGE 
IMMEDIATE PAYMENT AND TO ESTABLISH PROCEDURES TO ASSURE THAT 
EUTURE PAYMENTS ARE MADE ON A TIMELY BASIS. EMBASSY SHOULD 
USE DISCRETION AS TO WHETHER IT PREFERABLE TO RAISE MATTER 
AT POLITICAL LEVEL OR VIA MILITARY CHANNELS. 

2. EFB STATES THAT THE REPAYMENT SCHEDULE ATTACHED TO 
THE PROMISSORY NOTE OF ITS LOAN AGREEMENT WITH THE BORROW- 
ING COUNTRY PROVIDES THE SCHEDULE AND AMOUNT OE PRINCIPAL 
PAYMENTS. THE BORROWING COUNTRY IS GIVEN A NOTICE OE 
DATE, AMOUNT AND INTEREST RATE EOR EACH ADVANCE OE EUNDS 
AND IT CAN COMPUTE INTEREST DUE EROM THAT DATA (THE PRO- 
MISSARY NOTE STATES WHEN INTEREST IS TO BE PAID). IT IS 

THE RESPONSIBILITY OP THE BORROWING GOVERNMENT TO MAKE 
PAYMENTS WHEN DUE WITHOUT EURTHER NOTICE FROM THE FEB; 
HOWEVER, AS A COURTESY THE EFB ROUTINELY NOTIPIES EACH 
BORROWING COUNTRY OP THE AMOUNT AND DATE DUE APPROXI- 
MATELY 30 DAYS IN ADVANCE OP EACH PAYMENT DATE. 

3 . POLLOWING ARE OUTSTANDING DELINQUENCIES : 
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COUNTRY LOAN AGREEMENT PAYMENT DUE AS INTEREST 

DAILY ON 

OVERDUE PAY- 

MENT BEGIN- 

NING JULY I 


COLUMBIA 6/10/76 

DOMINICAN 

$1,620,925.14 

$306.34 

REPUBLIC 

8/10/76 

$ 266,943.50 

$ 45.60 

HONDURAS 

6/29/76 

$ 25,994.24 

$ 4.51 

INDONESIA 

6/30/76 

$1,827,228.24 

$344.87 

MOROCCO 

6/27/75 

$1,397,397.51 

$287.52 

MOROCCO 

6/16/75 

$2,916,824.41 

$611.45 

JORDAN 

6/26/75 

$1,764,700.00 

$358.06 


(NOTE: SECTION 2.3 OF LOAN AGREEMENT STIPULATES THAT 
INTEREST WILL BE CHARGED ON ENTIRE OVERDUE PAYMENT.) 
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4. FOR LA PAZ: GOB OWES $118.25 IN INTEREST ON PAYMENT 
WHICH WAS DUE DECEMBER 31, 1976, BUT WHICH WAS NOT PAID 
UNTIL lANUARY II, 1977. EMBASSY OR MILGP INSTRUCTED 

TO IMPRESS UPON APPROPRTATE GOB OFEICIALS NECESSITY FOR 
MAKING THIS INTEREST PAYMENT ASAP. 

5. EFB WILL MAKE NO EURTHER DISBURSEMENTS ON ANY LOAN 
IT HAS WITH DELINQUENT BORROWING GOVERNMENTS UNTIL AR- 
REAGES ARE SATISFIED. 

6. PLEASE ADVISE STATE AND DOD BY IMMEDIATE CABLE OF 
RESUETS OE APPROACH TO HOST GOVERNMENT. 

7. THIS IS A JOINT STATE/DEEENSE/TREASURY MESSAGE. VANCE 
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